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Health Reform in Brazil: Lessons to Consider

US analysts and decision-
makers interested in compar-
ative health policy typically
turn to European perspectives,
but Brazil—notwithstanding its
far smaller gross domestic
product and lower per capita
health expenditures and tech-
nological investments—offers
an example with surprising rel-
evance to the US health pol-
icy context.

Not only is Brazil compara-
ble to the United States in
size, racial/ethnic and geo-
graphic diversity, federal sys-
tem of government, and prob-
lems of social inequality.
Within the health system the
incremental nature of reforms,
the large role of the private
sector, the multitiered patch-
work of coverage, and the his-
torically large population ex-
cluded from health insurance
coverage resonate with health
policy challenges and devel-
opments in the United States.
(Am J Public Health. 2003;93:
44-48)
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BRAZIL'S STATE HEALTH
system dates back to 1923,
when the landmark Eloi Chaves
Law created a social security sys-
tem for urban workers employed
in the private sector.! Because
universality and equality of
health services did not become
constitutional rights in Brazil
until 1988, for most of the 20th
century access to health services
was not an objective of the
health system. Instead, a system

"2 devel-

of “regulated citizenship
oped whereby social rights—in-
cluding retirement pensions and
medical coverage—were re-
stricted to private sector workers
who earned regular wages. The
Brazilian government had cre-
ated a model of social security
based on compulsory contribu-
tions by employers and employ-
ees that was strictly tied to the
job market, leaving millions of
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agricultural and informal sector
workers—the majority of the pop-
ulation—uninsured. Since the
1920s, the social security admin-
istration has provided medical
services to its beneficiaries
through the private health sector.
Not only did the Eloi Chaves
Law govern the structure of the
Brazilian health system until the
late 1980s, but the most impor-
tant features of that structure
have continued to impede the
implementation of principles of
universality and equality into the
1990s and beyond. These fea-
tures include a basic division be-
tween health services provided to
workers and those provided to
the poor population, which re-
mains outside of the formal econ-
omy, the separation of individual-
ized medical care from public
health policies, and the presence
of a private sector that offers in-

creasingly complex, technologi-
cal, and expensive services to a
limited segment of the popula-
tion. Indeed, a dichotomy has
been created within the health
care system itself: individual
medical care is tied to social se-
curity while public health ser-
vices depend on resources from
the general government budget.
This model of social security for
private sector workers, funded by
a specific mandatory contribu-
tion deducted from their wages
workers—and mediated by the
market—prevented “social” secu-
rity from becoming a truly social
or universal right in the Brazilian
context.>™

Thus, rather than unifying the
population under a single form of
medical coverage, the Brazilian
health system became polarized
into 2 models of health services
delivery: liberal (private practice)
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medicine operating through the
market and institutional (govern-
ment-run) medicine delivered in
public hospitals and clinics." Fur-
ther, since the mid-1960s, the so-
cial security system has pur-
chased health services from
for-profit third parties,” allowing
doctors and medicine to function
as businesses as well as guaran-
teeing professional salaries.”®

The health care financing
structure organized in the 1920s
and 1930s remained practically
untouched until the 1970s. At
that point, a process of health re-
form was initiated, whose first
step was extending coverage for
particular health services—begin-
ning with urgent and emergency
care—independent of the system
of social security contributions.”
In addition to the problem of bi-
furcated financing, health reform
had to address the challenges of
centralized decisionmaking;
health programs and policies ad-
ministered, simultaneously, by
the social security system, the na-
tional Ministry of Health, and
state-level Secretariats of Health
(which in the 1970s became re-
sponsible for the provision of
medical care for those not cov-
ered through social security); the
presence of a strong and diversi-
fied private medical sector; a
hospital-based health care deliv-
ery system operating without re-
gard for regional needs; and little
or no public participation in the
definition of health priorities at
any level of government.

NEW PROPOSALS ON A
DEMOCRATIC BASIS

If the challenges of health re-
form in Brazil can be described
as both administrative-technical
and political, the impulse for re-
form was social and political.
Dating back to 1975, the move-
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ment for Brazilian health reform
involved various segments of so-
ciety, from intellectuals and
health services researchers to
workers’ organizations and politi-
cal parties.®" Two characteris-
tics of this movement deserve
particular attention: it was part of
a wider struggle for the democra-
tization of the country during a
period of authoritarian regimes,
and it had a very well-elaborated
proposal for the reorganization of
the health system, based on the
principles of universality and
equality of access to health care.

In the 1980s—at the height of
the democratization process—
several health experts and mem-
bers of the health reform move-
ment occupied key positions in
the ministries responsible for
health services (at that time, the
Ministry of Social Security and
Assistance and the Ministry of
Health)."? As a result, these min-
istries began to implement the
main reform proposals that had
been under discussion, including,
among others, the decentraliza-
tion of the health system and the
unified control of the sector at
each level of government.

From an ideological stand-
point, the health reform positions
defended at that point were (and
to a large extent still are) marked
by a certain misunderstanding re-
garding the government’s respon-
sibility for health and the public
provision of services. In other
words, the advocates of a Unified
Health System understood health
to be the exclusive responsibility
of the government, conflating the
government’s role as insurer and
as provider of health services.
This position proved particularly
problematic because private
health services accredited by so-
cial security were responsible for
the majority of hospitalizations
and ambulatory services (in
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1975, 68.4% of hospital beds in
Brazil were private)."

When the National Congress
elaborated the country’s new
constitution in 1988,* it was the
health sector that presented the
most complete proposal both in
terms of governing principles and
in the organization of the system.
In the text of the constitution,
health was established as a uni-
versal right and a responsibility
of the state. Article 198 called
for a Unified Health System
(SUS) that organized a regional-
ized and decentralized network
of health services, with coordi-
nated management at each level
of government, community par-
ticipation, and the prioritizing of
prevention as part of an inte-
grated approach to health ser-
vices delivery. As for the private
sector, article 199 of the consti-
tution defined its participation in
the SUS as follows: private prac-
tice of medicine was permitted,
and private institutions could
play a complementary role in the
SUS (regulated by the SUS), with
priority going to philanthropic
and not-for-profit organizations.

The guidelines and the new
organizational model of the
health system were further de-
fined in the Organic Health Law
of 1990 (code no. 8080 and
8142). At the stage of implemen-
tation, the new system now had
to confront the historic legacies
of a health system that had
heretofore been guided by a
logic of either inclusion or exclu-
sion in social security and, in
turn, in the private health care
market.

Financing

Until 1988, the health sector
had been financed principally
through social security revenues
(contributions from workers and
employers through payroll de-
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ductions) and, to a much lesser
extent, from resources from the
national budget for the Ministry
of Health. The new constitution
established new revenue sources
for social security through
mandatory contributions tied to
the gross revenues and net prof-
its of companies,” but for 5
years the old system of social se-
curity contributions remained
the most important revenue
source for the health sector. In
1993, social security stopped
providing resources to the
health sector, and its financing
began to depend exclusively
upon the national budget. How-
ever, this change in financing
occurred in the context of struc-
tural adjustment policies prom-
ulgated by the International
Monetary Fund (IMF) and other
international financial agencies
and resulted in chronic funding
shortages.

Because of the funding
crunch, the Ministry of Health
became the temporary benefici-
ary of a new source of revenue
created in 1996: a tax on all fi-
nancial transactions. In 2001, a
constitutional amendment re-
verted the system of financing
the health sector to general rev-
enues: the federal government is
now required to allocate and
spend an amount equivalent to
the previous year’s budget ad-
justed for gross national product
(GNP) (whose average growth
over the past 7 years was 2.4%)
and using the 1999 budget (US
$9 billion) as a basis. State and
municipal governments have also
been mandated to increase their
spending on health until it
reaches 12% and 15% of their
respective budgets by 2004.

In the 1980s, the federal
share of health spending was
77.7% of the total. By 1996 (the
most recent data available), the
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federal share experienced a
sharp drop to 53.7% of the total,
in large measure stemming from
the decrease in federal spending
owing to fiscal adjustment mea-
sures pressed by the IMF." Be-
cause of the federal decrease,
municipal financing as a share of
the total has grown considerably,
with an increase of approxi-
mately 12% per capita over the
same period.”

Thus, the 1990s saw a pro-
found change in the financing of
the health sector in Brazil—from
almost complete dependence on
social security revenues to the
general funds of federal, state,
and municipal budgets. Notwith-
standing these changes, overall
public spending in health re-
mains at approximately 3.4% of
the Brazilian GNP.

Decentralization

The federal constitution delin-
eates the basic structure of the
SUS in terms of decentralization
of responsibility for the manage-
ment of health services to sub-
national levels of government—
states and municipalities. Like
the United States, Brazil is a fed-
eration; it comprises 27 states
and 5500 cities, which are
vastly different from one an-
other in many respects, such as
population size, magnitude and
components of the economy,
and level and extent of techno-
logical development in health
and other sectors. In 1991, the
Ministry of Health began to set
the rules for the transfer of re-
sponsibilities to the states and
cities,”® emphasizing the region-
alization of health services and
federal financial support to those
states and municipalities with
the equipment necessary to
carry out medium- and high-
technology services.'® The objec-
tive was to rationalize the provi-
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sion of health services on the
basis of a public—private mix.

In the decentralized SUS, the
Ministry of Health operates at
the federal level, and its counter-
parts at the state and municipal
levels are organized into Secre-
tariats of Health. Each of these
entities has a health fund, which
consolidates resources coming
from different sources. The Na-
tional Health Fund transfers re-
sources to the subnational funds
according to 2 formulas: direct
payment for services provided to
the SUS (ambulatory care and
hospitalization) and fixed “per ca-
pita” transfers for basic health
and epidemiological activities,
among others. Each entity is ac-
credited by the Ministry of
Health, on the basis of its capac-
ity and level of competence, as
responsible for either overall
management of the health sys-
tem or management of basic
health services only.

The decentralization of the
SUS has resulted in considerable
progress in health services deliv-
ery in several areas. First, al-
though there are enormous dis-
parities among Brazil’s cities,
state and municipal administra-
tions have enjoyed greater flexi-
bility in adapting services to the
local reality. Secondly, the decen-
tralization process has improved
the ability of basic health care
programs, such as the Family
Health Program, to expand ac-
cess to wider swaths of the popu-
lation even though universality is
still far from being achieved.?®

In spite of such advances, the
implementation of the SUS faces
serious obstacles, not only be-
cause of the volume of care it
needs to provide but also be-
cause of its financing system. On
one hand, increasing access to
care has resulted in ever-higher
expenditures. On the other, a re-
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newed public—private segmenta-
tion of health services has been
created whereby the public sec-
tor is responsible for high-
volume basic health services as
well as high-cost services and the
private sector covers more prof-
itable services.*!

Health Services Provision

In practical terms, Brazil still
has 2 health systems: the SUS
and the Complementary Medical
Care System (SSAM). The SUS
operates throughout the country,
its 475 699 health professionals
attending to the health needs of
Brazil’s 174.6 million people in
5714 hospitals with 439577
hospital beds and in 62 865 am-
bulatory care centers.** Although
the capacity of the system gener-
ates impressive statistics of deliv-
ered services, the demand for
health services remains dramati-
cally higher than the supply of
health facilities and personnel.
The SSAM—like its social secu-
rity predecessor—provides health
services to a limited segment of
the population. Approximately
33 million Brazilians (19% of
the population), whose demo-
graphic and economic profiles
are similar to those of insured
Americans,*® use 4000 hospitals
and 90000 physicians.** As in
the United States, most private
health plans in Brazil are con-
nected to employment.**2°

A significant share of Brazilian
health plans are either small or
medium in size; they operate via
contractual arrangements, pro-
viding medical care in private
doctors’ offices and hospitals.
Managed care is only a recent
development in Brazil,*” and
health maintenance organizations
and preferred provider organiza-
tions do not exist. Health plan
operators emphasize control,
mainly through standardized

payment for particular proce-
dures (based on price tables).
Still, the result is similar to what
occurs in the United States: less
choice for users and less auton-
omy for doctors.?® Likewise,
there is considerable discussion
about the impact of managed
care on access and universality
of care and about the tensions
created between patients and
doctors.

In sum, health care in Brazil
still encompasses dual subsys-
tems, which present distinct
forms of institutionalization: the
SSAM provides coverage to
Brazilians who are younger, pres-
ent lower risks, and who have
higher purchasing power; the
SUS provides direct services to
those who have a lower or no
purchasing power at all, and to
those with a higher purchasing
power but whose health care
needs require a more complex
mix of services. Thus, both the
provision of and access to health
services operate according to a
logic of private practice and mar-
ket principles, to the detriment of
a logic that aims to fulfill the
needs of the population.?*>*
Notwithstanding the health provi-
sions of the 1988 constitution,
the SUS and the SSAM repro-
duce in a perverse way the
mechanisms that create social ex-
clusion and social inequalities.>

Social Participation

Social participation in the defi-
nition of health policies and in
the control of their implementa-
tion is one of the founding princi-
ples of the SUS.* Participation is
a prerequisite for resources to be
transferred from the federal level
to state or local governments.
Community participation occurs
in health councils, which exist at
the 3 levels of government, have
a deliberative character, and are
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based on parity of membership
(members of the government and
of society, including users and
producers of health services).
However, thus far the councils
have extended hegemonic power
to representatives of government
while representatives of society
typically raise narrow demands
that are of little general interest.
Moreover, in reality, the councils
simply endorse decisions made
by government. Still, the very ex-
istence of the councils has in-
creased the number and diversity
of social actors engaged in the
defense of the right to health.

LESSONS FROM BRAZIL

In Brazil, health care access is
no longer organized according to
a social security model, be it
publicly or privately based. As of
1988, health has been a right
granted to all and an obligation
of the state. Nevertheless, re-
newed segmentation of health
services into 2 subsystems—the
SUS and SSAM—means that the
SUS, which is financed exclu-
sively by public resources, is re-
sponsible for both the higher-risk
population and for more expen-
sive procedures. This segmenta-
tion generates a situation of so-
cial injustice that is hard to
confront. Since 1988, the Brazil-
ian government has been trying
to regulate the SSAM in order to
protect consumer rights and to
spare the SUS from being left
with high-cost procedures that
health plans prefer not to cover.

Decentralization of health ser-
vices makes local health systems
more attuned to the health
needs of the population; more-
over, decentralization enables
the exercise of public control
over health policies. Neverthe-
less, because decentralized fi-
nancing has operated on the
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basis of historical budgets, there
is considerable competition for
funding among state and local
governments. The equitable dis-
tribution of resources is thus im-
peded, and previously existing
inequalities in health care access
have been reproduced.

Also relevant to the situation
in the United States is the recent
change made to the model of fi-
nancing. In the past, supply was
subsidized through retrospective
reimbursement for each proce-
dure. Nowadays, demand is sub-
sidized in the form of per capita
compensation for services. This
change seeks to redress the prob-
lem of unequal access to care,
but it also requires heavy invest-
ment in the hospital sector so
that the extension of primary
care coverage is not stripped
down to a basic package of ser-
vices.*® Funding transfers be-
tween the various levels of gov-
ernment also need to take into
account the age distribution,
morbidity profile, and per capita
income of the population, as well
as indices of human and social
development.

Advancements in the Brazilian
health sector have been made
possible as a result of solid
health services research, which
has brought together research-
ers, health services professionals,
and politically organized groups.
Political victory—in terms of the
elaboration of the constitution’s
health provisions—benefited
from the health sector’s a priori
development of a plan for the
organization of a national health
system.

Finally, the Brazilian case
shows that universality and
equality of access to health care
require that a clear distinction be
made between the establishment
of health as a universal right and
the state’s role in the provision of
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health services. As we have seen,
preventing the private sector
from participating in the health
sector would be impractical in
Brazil. Indeed, the effective im-
plementation of the SUS requires
that the state and market no
longer be understood in radically
oppositional terms; instead, the
state’s role as insurer must be dif-
ferentiated from its role as a di-
rect purveyor of health services.
Moreover, the process of rational-
izing the management of re-
sources needs to take into ac-
count the fact that public and
private spheres gauge cost-effec-
tiveness differently and that the
state remains the central player
in the redistribution of resources
for health in the effort to reach
equality. ®
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